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On Feb. 13 in New York Finance Minister Mario Brodershon presented a summary of requests
for foreign debt refinancing and of national economic conditions and projections for the next 18
months to the committee representing Argentina's foreign bank creditors. From the banks, Buenos
Aires seeks $2.15 billion in new loans destined to cover debt service payments, and a multi-year
restructuring of all commercial bank debt an estimated $37 billion scheduled for repayment after
January 1, 1986. The Finance Minister heads the Argentine delegation, consisting of Undersecretary
of Public External and Internal Debt, Jorge Gonzalez; Central Bank director, Daniel Marx, and
Deputies Raul Baglini and Ruben Matzkin. Brodershon also undertook a "brief, discrete visit" to
Washington late last week, where he reportedly met with the "usual" Federal Reserve, Treasury
Department and International Monetary Fund (IMF) officials.
The new credits requested by Argentina are considered necessary to support the economic program
agreed to in principle by the IMF in January. According to traditional IMF practice, the agreement
with Argentina will not be presented to the executive board for approval before bank financing for
the program has been arranged. In last month's negotiations, the IMF agreed to provide Buenos
Aires with a 15-month stand-by loan of $1.356 billion, and "compensatory financing" totaling
$476 million for export revenue losses due to low world market prices for traditional Argentine
exports. In addition, Buenos Aires has received a total of $710 million from the World Bank and the
International Development Bank (IDB), as well as financing via the Paris Club.
Total Argentine foreign debt, according to New York bank sources, is estimated at $55 billion. In
the last few days NOTICIAS ARGENTINAS, Argentine news agency DYN, and the Agence France
Presse (AFP) have reported on the contents of the 94-page document received by the bankers.
Highlights of the document appear below: Buenos Aires is requesting a reduction in the interest
rate and the "spread" charged by the banks to handle the loans, and grace periods and restructuring
terms "sufficiently extensive" to permit the recovery of private investment levels. Brodershon said
the the government has emphasized that a "stable solution" to the debt problem requires equal
cooperation by all concerned parties.
The government is considering the possibility of selling off portions of the foreign debt, but only
under certain conditions, including the entry of new loan monies, long-term payment schedules,
and a one-to-one relation between new credits and old credits destined for sale. Next, new credits
must be directed to productive investments, especially in the export sector. Sale of debt instruments
would occur via a public bidding process, and foreign investment under this program would be
subject to profit remittance restrictions. Economic adjustment policies undertaken by President Raul
Alfonsin's government are emphasized.
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Principal objectives of these policies are economic stability and consolidation of economic bases
for sustained growth. Structural changes are necessary, although the maintenance of low salaries
is rejected as the principal strategy for increasing domestic investment. This strategy is considered
politically unsustainable, thereby eroding mid- and long-term political stability, a requisite
for business confidence, and thus sustained private investment. Structural reforms underway
or currently being studied by the Alfonsin administration are focused on international trade,
reorganization of the state productive and administrative sectors, the agricultural and livestock
sector, the finance system, and taxation of capital outflows.
Foreign debt payments in the 1984-86 period totaled $10.84 billion: $1.594 billion to the IMF,
$1.27 billion to the World Bank and the Inter-American Development Bank (IDB), $6.799 billion
to commercial banks, and $1.177 billion to the Paris Club. Declining prices for principal export
products since 1985 resulted in the loss of $7 billion in export revenues. National gross domestic
product (GDP) in 1986 grew at a 5% rate. The trade surplus declined 1.9% to $2.3 billion. Estimated
export revenue for 1987 is $7.735 billion. Imports are expected to total $5.52 billion, resulting in a
$2.485 billion trade surplus. Reference was made to the 4.9% inflation rate recorded for the month of
December (1986), while last month's 7.6% inflation was not mentioned. The next meeting between
Argentine negotiators and the bank committee is scheduled for Feb. 25 in New York.
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